
CITY OF ~

SAN JOSE
CAPITAE OF SILICON VALLEY

RULES COMMITTEE: 5-21-14
ITEM: G.3

TO: RULES COMMITTEE FROM: Councilmember Sam Liccardo

SUBJECT: CASINO M8TRIX: PAY UP, OR DATE: May 14, 2014
CLOSE DOWN ........

APPROVEDk

DIRECTION:
Direct that:

1) The City Manager notify Casino MStrix of the City Manager’s intention to commence
proceedings in 30 days to suspend its gaming permit and any related licenses under Title 16,
and any applicable conditional use or other land use permits for the club’s operations, if
Casino MStrix fails to pay the full amount due to Asian Americans for Community
Involvement by that date, pursuant to its 2009 settlement with the City of San Jose.

2) The City Auditor and the City Manager conduct a full investigation Of Casino M8trix’s
operations and financials to determine whether, in light of the apparent concealment of tens of
millions of casino profits, the card club owes the City additional funds under the 15%
cardroom tax, or any other City fees or taxes.

3) The City Attorney halt any Council consideration of proposed changes to the Municipal
Code that would weaken or otherwise alter City gaming regulatory procedures, until the
conclusion of the adjudication of the California Gambling Control Commission.

4) The City Manager to await adjudication of the Accusation filed by the state Attorney
General before the California Gambling Control Commission, and upon findings of fraudulent
concealment of funds, other gross illegality, or any finding which forms a basis for regulatory
action on the part of the City, commence proceedings to revoke Casino MStrix’s Title 16
gaming permit and any related licenses.

DISCUSSION:

On May 2nd, the California Attorney General filed an Accusation with the California Gambling
Control Commission against Garden City/Casino MStrix and various principals in that organization,
namely Eric Swallow, Peter Lunardi, and family members (see Attachment # 1). The Accusation
alleged that over a course of several years, MStrix engaged in a scheme to defraud the City of San
Josd and the State of California by hiding tens of millions of dollars. The Accusation sought
forfeiture of the revocation or suspension of the entity’s gambling license, and appropriate fines.
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Specifically, under a 2009 settlement with the City of San Jos~, M8trix had the obligation to pay
5.15% of its profits (before taxes, interest, depreciation, and amortization) to fund gambling addiction
programs staffed by Asian Americans for Community involvement, or $125,000, whichever is
greater. The California Attorney General charged that for many years, MStrix reported little or no
profits, and paid only the $125,000.

In fact, the casino operators moved tens of millions of dollars to related, wholly-owned "shell"
entities over that time, and considered those payments "expenses" to hide the profits, according to the
Attorney General. For example,

¯ $14 million was paid in "royalties" to "Profitable Casino LLC," wholly owned by
MStrix owner Eric Swallow;
$̄14 million was paid in "consulting fees" to Potere LLC", owned by Peter Lunardi;

¯ $38.5 million in "game royalties" were paid to "Dochee LLC," wholly controlled by
the Swallow Family Trust.

These and other payments established a pattern of criminal fraud that avoided state and federal tax
obligations, state laws, as well as the settlement agreement with the City of San Josd, according to the
Attorney General. Concluding that the continued operation of the casinos by their owners would be
"inimical to public health, safety and welfare" because they are "not person[s] of good character,
honesty, or integrity," the Attorney General seeks revocation of their gaming license. The City should
proceed similarly.

Against the recommendations of City Staff, and over my repeated objections, Council has sought to
weaken regulatory oversight over card clubs at the insistence of Casino M8trix. In light of the recent
action of California Attorney General Kamala Harris, this Council should halt any efforts to water
down existing regulations, and should consider directing the City Manager to commence proceedings
to revoke the permits.
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.
Attorney GeneraJ of California
SARA J. DRAKB
.Senior Assistant Afforney General
W~LIAM ~. TORNG~N

Depu~ ~[orney General
StatoBat No. 58493.¯

1300 1 S~eet, Suite 125 "

Saerament~, CA 94244-2550
Telephone 0!6)323-3033.
F~: ~016) 3}7-2319
E~maH : ~illiam.Tom~en@d oj.ea.gov

Attorneys for the Complainant

BEFORE THE

CALIFONNIA GAMBLING. CONTROL COMMISSION

STATE OF CALIFORNIA.

In th~ Matter of the.Accusation Against:

GARDENiCITY~ INC,, doing, bushmss as
CASINO ~M8TRIX (GEGE-000410);

ERIC G, sWALLOW(GEOW-001330);

PETER V. LUNARD! III (GEOW-001331);

JEANINE LYNN LU1NARDI (GEOW-
003119); and ....

THE LUNARDI FAMILY Lr~.rlNG
TRUST, dated A~ugust 27, 2008 (GEOW-
003259).

i887.Matrix Boulevard
.San Jose~ CA 95110

Respohdents.

BGC Case No, HQ2014-00001AL

OAH No.-
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Comp!aina ~n~ alleges-~ followz~ ...." .............

PARTIES

1, Wayne J Quin~ Jr, (Comp, lainant) blSngs tiffs Accusation solely in his official

capaelty as the Cl~ief of the California Depat~ent of Justice, Bureau of Gambling Ci~ntrol

(Bureau),

2. At all times relevant herein, RespoMentGarden City, Ine. (Garden City) was, a

licensed gambling enterprise; California StateGambling License Number GEG!3=000410. That

license will e~xpire on May 3 I, 2014, unless extended. Garden City does business as Casino

MSta’ix at 1887 Matrix Boulevard in San Jose, California. It is a 49-table card room.

3. Respondent Eri~ G. Swallow (Swallow), license number GEOW-001330,is a

shareholder of Garden City and endorsed on its license; Respondent PeterV. Lmmrdi 11I (Peter

Lmaardi), license number GEOW-001331, was a shareholder of Garden City, is a trustee of

Respo.nden.t Lunard[Family Liying Trust,,datedAugust 27, 2008 (Lunm’di Trust)~ and ~s

endorsed on Garden City’s license. ReSpondent JeanJfie Lynn Lmaardi (Jeanlne LUnardi),.

Iieense nurrtber GEOW-003 !.19, alsd was a s.hareholder of Garde~x City, is a ta’ustee o£the

Lunardi Trust, and ts endorsedon Garder~ City’s !feense. The I2unm’dis .are husl~and and wife~

On August 12, 2010, the Caligor~a Gambling Control Commission (Conmaission) approved the

transfer of~the Lunardis’ shares, and issued lieens~ number GEOW-003259, to the Lunardi

Trust~,which then was endorsed on Garden City’s license. Swallow and the i_,unm’di Trust each

own 50 percent of Garden City’s stock and ~o.nstitute all of its shareholders. Their licenses will,

expire on May 31, 2014~ unlessextended:

4. Collectively,Garden City, Swatlow~ Peter Lunardi, Jeanine Lunardi; and the Lunardi

Trust are refen’ed to as Respondents in this AccuSation.

STATEMENT OIl.THE CASE

5, This case-seeks to discipline Respondents’ Iicen~es ~- by revooation, suspension,

and/or fine as appropriate - for persistent and repeated violations of, and lack of suitability for

corifinued licensing-under~ the Gambling Control Act (ACt) and the regulations adoi~ted

pm’suant:tothe Act. As. alIeged in this Aecusa~oni Respondents provided untrue and

Accusation



l

2

3

4

5

6

7

.8

9

10

11

12.

13

14

15

16

18

19

2O

21

:22

23

24

’25

27

28

-mislea~g4r~fo~mfion-t o the-Burea~an~thers;failed :to-provMe4n~om~ation-requested-by~thc.

Bureau, engaged in. self-dealing to siphon offmorttes for themselves and ;edt~ce repo~fed net

income, and benefited from payments prohlblted.by the A~t. The acts and omissions alleged in

this Acct~s~tion are inimical to the public ltealth, s~fety, and welfm’e; those acts and omissions

demonstrate that Respondents are not persons of good ~I~araeter, honesty, and integrity; Theh’

acts and omisaions, as allegedin this Accusation, pose a tN’eat to the:effective regulation.and ¯

control of ~ontrolled gambling, and create or enhance the dangers of unsuitable, unfair,.or

illegal pradfices, methods, and aefiVifie.s in carrying on the business ~nd financial arrangements

incident..al to tt~ conduct of controlled gambling. Respondents~ acts and omissions r~ot.only

impeded the .Bureau’s investigation and fact gathering, but .also. effectively reduced potential

payments m charlfies~ located in the City of SaffJoseo Respondents are not suitable or qualified

for eonflnuedlteensure; therefore, each of their licenses shguld be disciplined.

FACTUAL BACKGROUND

6. Respondents operate, m~d operated in the past, fltrough a maze of affiliated entities.

Mopey flows between those entities without documentation o~ relationship to tl~VaIt~e of

services povided. ’This is Responde.nts’ staiad0xd pr_aef!e~, .In response to ~he B~eau’S ~ecNest

for invoices relative tO payments involving millions of dollars anfiually, Swallow responded:

There are no invoices, It has been agreed upon by ownership as
standard praefice to estimate file ammal payment for the 3,ear per the
~ag~eement and thenmake monthly payments based on available cash
’;flowto give.the Casino [Garden CitT] operational flexibility     - .        ..

In addition, Respondents’ agent has written:

Whether. the-money came l~0m. c9. nipan~es owned by file individua~.
.app!!eants or the individual applicants makes no difference as they-
ultimately-are the same individuals,

Exh~Nt A, which is attaehedarid incorporated by referdnce, illustrates the maze’of aNlia~ted:

entities and ta’ans~cf!ons It also sets forth the flow offunds, as well as certain entities and

persons affiliated with or employed by Respondents.

Accusation

i



2

3

4

5

6

7

8

9.

10,

tl

t2

13

14

15

16

17

18

20

21

22

23

24

25

26

27

28

Y.-_._Om’den Ci~ hasbeen !i~e~_~d as a eexd room:in_the City of San_J_ose since = ~,

approximately 1976. In 1998, it filed for banh’uptey protection. ~In 2005, Swall6w, Peter

Lunardi, and Jeanine Lundardi, along with Dina DiMartino, entered into a stock pro’chase

agreementio a~quire Garden City’s stocl~ from the bankruptcy trustee under a proposed

reorganization plan. On January 5, 2006, the Commission approved the stock purohase

agreement On March 22,2007~ Ms. DiMartino withdrew her state gambli~.~g license

application/. Swa!low, Peter Lunardi, and Jeanine Lunardi purchased all issued and outstanding

stock in Oarden City in 2007. The Commission fh, st endorsed Swallow,, Peter Lundardi, and

Jeanine Lunardi on Garden City’s license on March 1, 2007. In A~lg~st 20i0, Peter Lunardi

and Jeanine Lunardi’ transfenied their shares to the Lunardi Trust.

8, On May_25, 2007, Dolehee LLC (DoIchee) was fm~aed ~s a Calffonfia limited

!iability company, At all times since formation, its only members have beenSwallow and Peter

I~,unardi. h 2007 and 2008, Dolehee filed for trademarks.on "Baccarat Gold." Dolchee has no

other trademarksreglstered in its name w’ith the United Slates Patent and Trademark Office. On

December 31, 2008, Do!thee was ~onverted outof California to be aNevada limited liability

company, By an undated Licerise Agreeme~it made as of’January .1, 2009,. Dolehee agre.ed to

provide cel~ain denbrainated ~ames to Garden City ~or a monthly miifimtun payment of

$40.0,000, ok $4.8 million ammally. The agreement does not contain any provision for

determining any amount above the minimum, Betaveen January !, 2009, and December 31,

2012, Garden City’s payments .~o Dolchee totaled $38,482,000; during that time pm’!od~ Gm~den

City a!w~ys pa!d more than Ne minimurri annually. Swallow advised the Bureau that no

~nvoiees o~ Similar doouments exist with respect to the payments eXceeding tho mlnlmum.

9, On Jt~ly 21, 2008,’Pmfitable Casino LLC (Profitable Casino) was formed as a

Califortfiali~nited llability company, Its sole member is Swallow. On December 31, 2008,

Profitable Casino was converted out of Cfilifornia to be a Nevada limited liability compa .ny. By

an madated Appl,ieafion Service Provider Agreement made as of January 1, 2009,. Profitable

Casino agreed ~01 provide access to certain computer applications to GaMet~ City for i~ monthly

minimum .consulting fe~ of $400,000, or $4.8 million annually. Profitable Casino was to
4
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in~,oiee Garden (ity for any fees.exceedlng the minimum Between Janumy 1, 2009, and

Deoember 31, 2012, Garden City’s payments*o Profitable Casino totaled $!4,050,000,

~wallow advised the Bureau that no invoices or similar documents exist with respect to the

pa~maents. -

I 0. On Ddoember 3 l, 2008, Potere LLC (Potere) was formed as a Nevada lhnited

liability company, Its sole member is Peter Lunardi. By an undated Vendor Contractor

Agreementmade as of January 1, 2009~ Potere agreed to provide general bushaess consulting

Garden City t?or a monthly minimum consulting fee of $400,000, or $4.8 million armuaIly,

Potem was to invoice on a monthly basis for all hours worked and to provide services on

Gm’den City’s premises dm’ing regular business hours BetWeen January 1, 2009, and

December 31, 2012, Garden City’s payments to Potere totaled $14,050,000, which was equal to

ttie payments made to Profitable Casino. Swallow advised th~ Bureau that no invoices or

smul~r documents exast w~th respect to.the payments,

11. Qn or about March 8, 2009, Garden City ~eaehed a tentative settiement with the City

of San Jos~. Under the Settlement’s terms, Garden City agreed to pay tO a selected charity

$500,000 onnually until June 30,~ 2011, Therea.fter, the annual payment to the selected charity

would be the greater of $125~000 dr 5.15.percent of Garden City’s net income before interest,

taxes, depredation, and amo~q:i.zation (EBITDA). City of.SanJose of Sieials understood that

5.1.5 percent of Garden city’s EBITDA would be approX~matgly$250,000

12. Garden City accounted for its payments to Dolehee, Profitable CasinO, andPotere

expenses, and_not as dividends or dlstrlbuti0ns to its owners. Asa consequefiee o~? expensing

these payments, Garden. City’s net inoome ra.nged between approximately minus 0 3 ! percent

and 1.42 p¢reen{ of its gross.gami~g revenues between Januaxy 1, 2009, and December 31,

2012. For three or?those four years, Garden City’.s net income w~ essentially zero. Otlie~ ca~d

rooms in California of similar size as Garden City reported net income that averaged

approxima.t~ly 10 percent o~gross gamin~ ~’evenues over the same’period.

13. OnApril 1, 2009, Dolehee entered into a licensing agreemen~ for Baccarat Gold with

an Califomi.’aMbal caslno~ The montlaly payme~tt under tha~ licensing agreement is $1,200 per
5
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t~ibleper month, On June 1, 20 9, Dol-~-l{ee-e-~ter-ed t_n}0-i~ licensing agree~me-nt for Bg66grat

Gpld with a em’d room other than Garden City. The monthly payment under that lioensing

agr6einent’is $1,200 per table per, month for .a minimum of two tables, on N0veml~er 17, 2009

-11: months after the effectivedate ~fthe License Agreement desol~bed _above in paragraph 8 -

a: patent for Baccarat Gold was issued to Scott Hayden, who is Garden City’s general manager. ¯

Mr, Haydel~ subsequently assigned the patent to Dolehee for nd payment,

14. On November:25, 2009, Aii~po~* Pm’loa, ay Two LLC (Ait~port Parkway) was formed

as ~ California limited liability company,, Its sole member is Ai~port Opportunity Fund LLC

(Airpoi¢ F{md), whibh was formed as a Delawaie limited liability company ~n December 3,

2009, M~t~o~ Fund’s members m’~the Lm~m’di Trus¢ and the Erie 8wallow and Deborah.

Swallow Family T~vst, dateff At~gust 31, 2004 (Swallow Trust), the trustees of which are

Swallowand his wife Deborah, Each trust owns a 50-percent h~terest in Alto.oft Fund. Neither

the Swaliow Trust nor Deborah Swallow has, or has applied for, a state gambling lioense.

15. On January 20,20i0, Airport Parkway elgsed an $8 million real estate pur@ase,

Airport Parkway used approxtmately $2 million provided by Dolehee, Profitable Casino,’and

Po~ere as a.down payment and’finanzed ~he $6 million balance with a eormnerzial lender;

Suhsequer~t!y, on March 22, 201 ~, art additional financing with that same comme~reial lender

closed. Tl!e real property was improved with a.new eight-story buildingto !ao,~se gamblil~g,

¯ ente~-~pnt, restaurant, meeting, office, and ~ther faoilities, ;I’Iie property’s address was

changed to 1887 Matrix Boulevard.

16. As p.art of Respondents’ p! .ar~ to Open a.new casino a~ 1887 Matrlx Boulevard, Casino

MStrix, Inc, was formed as a NeVada Co,operation, Its shareholders were Swallow andthe

L~nardi Tr?t.st; Less than a month after its formation, Casino MStrix, Ir~. entered into a lease

with Aitl~drt Parkway to lease 1887 Matrix BoNevard in its entirety for an annual ,ent of

$7,209,572, which equals $70.68 per square foot, As pmqc of.the March 22, 2011 additional

financing, .Casino:MStrix, Ino, gave a. s~urityinterest in all of its property to the �orm~ereial

lender. On September 6, 2011, Casino MStrix, Int. submitted an initlai application for a state

gambling license to the Commission. Th~ Bureau initiated an investigation in eormeetion Mth
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that application, In April 2012, after learning that the City of San Jose ~iewed lransferring a

~i~ gambling.licens~ from one entity to anothe~ would result in the license’s telvnination,

Airport Patkway and .Garden City entered into a l~ase f.or ]887 Matrix Boulevard that was

backdated to January 1, 2011. That lease was substantively identical to what Casino MStix, Inc:

previously: executed.

17. On January 2I, 20i0, Tdam View Prayer Serviees~ LLC (Te~am View Player Seyvtces)

was formed as a Californiailrnited liability company. Its sole member is’Timothy M. Gustin.

On February 22, 20! 0, SeCure ’ " e " " ............ Stone, LLC .(Secure Ston ) was formed as a Delawa.te hnuted

fiabili~ company, Its sole member is Deborah Swallow. Its address is the stone as:Airport

Fund’s. On May 1, 2010, pursum~t ~oan agreement dated March 30, 2010~ arid signed _by Peter

Ltmm’dl ana M~:, Guatin, Team-View’ Player Services agreed to provide third-pa~ty Woposlt~on

player serv..~ees at arden C~ty. Onthe same dat~, Team V£w Player Services entered into a

contra~t with Team View Player. Associates, LLC (Team View Ass0eiates), which was owned

solely by Mr. G~tha and which, in t0,rn~ gritered in.t~ an agreement with 8eoure Stone.

:18. I..fi Noyember 20.10, Team View Associates entered into a contract with Optimum

Solutions Consulth~g, In0., a Wyoming corporation owned solely by Scott ttayddn, who is

Garden City’s general manager and a key e, mployee, Team View Associates entered.h~to other

agreements with .entities owned by: M_r, I-iayden or his family members Pur’suant to those

agreement.s, Team Vlew Associates h~s paid more than $850,000 since November 2010.

Complainant presently is ~nvestigat~g Mr, Ha3~den with respect to those payments, as well aS

othe~ conduct.

1.9. On June 6, 2012, LAX Prop.eI~:y, LLC (LAX) was t’ormed as a Delaware limited

liability c0mpany; It~ solamember wasSwalloN. Its address was the same as Secure Stone~s

~ndAirp. or~ Fm~d’s., @hereafter LAX entered into ~ series of ~greements wi~h Hollywood Park

Casino Company, Inc, (Hollywood Park). The.agreements’ essence was for LAX to lease and

operateHo!lywood Park’s easkno and cardroom in inglewood, Californla~ Towards

aceomplis .l~ing that~ LAX and Swallc~w applled to the Commis~sion for gambling licenses. The

Bureau initiated an investlgatibn in �o~meoti0n with those applioat{ons,

7
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20. On August 7., 20.12, Garden C~:ty,--~0-1~g-l~ns~s as C-asino Mfft~4~, opened

’casino at 1887 Matrix Boulevard, Garden City’scash~o operatio.ns and offices occupy less than

half the~ floors Of 1887 Matrix Boulevard, The remaining space is empty, but is subject to the

le_ase desoi’ibed above~

2!, On February 21,, 20!3, andApril !8,2013, Swallow arid hts agents appeared at the

Commizslon’s regtllarly _soheduled meetings, They made statements intended to influence the

Commissioners dee~mns !n connection with LAX s proposed transactions -with Hollywood

Park and LAX’s and SwalIow~s license ap~lieations. The Com~Nssion issued temporary’

lleenses to-Swallow and LAX to operate Hollywood Pai’k’s casino and card room. On

September 12, 2013, Hollyw00dPm’k gave written notice that LAXwa~ in default under, its

lease, On December !2, 2013, the Commission approved a transition aga’eementprovtding for

’ 1LAX z remova as Hollywood Park casino’s operator.

~RtSDICTION

~. ~Business and Professions Code s~cti0n 19811 prov.ides~ in part:

~) Jurisdiction, inc~ud~jufisdicfion over operation and
9one~ntratior~ and snpervis~on over ~ambl~ establishments in this stat~
a~d owr ~A1 persons orthings havh~ to do w~th the operations of ~amNin~
estaNishment~ ~s vested m the.comn~dssm .

23, Business anal Professions Code section 19823 provides:

¯ (a)The resi~onsibilities of the Commission include, without limitation,.
all of the following:

(1) Assurhag :that li tenses, approvals, an d- penni.ts, are:not issued
to, or held by, unqualified or disqualified persons, or by persons
whose operatio.ns a~’e conducted in a naanner that is inimical to the
publle l~ealth, safety, or welfare.

.(2) Assuring fl!a~ there is no material invdlvement, dh’ectly or
indirectly,: with a licensed gambling opera.riCh, or the ownership or
management thereof, by unclualified or disqualffied persons, or by
persons whose operations are conducted in a manner that is inlmieal to
the public health, safety, or welfare.

(b) For the p .ur_poses of this seellon, "unqualified person"- means a
person who is found to be unqu~ed pursuant to the.criteria set fox~h in

Accusation
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8ecfipn 19857, and "disqualified person" means a person who is found to
be disqualified pursuant to the criteria set forth in Section 19859.

24. Business and Professions Code section 19824 provides; in part:

The commission shall have all powers necessary and proper to enable
it fully and effectually to carry Out the polipies and p,urposes ofthls
chapter, including, without limitation, the power rode all of the’ following:

(b) For anycause deemed reasonable by the commission .... limit,
condition, or restrict any license, pe~rdit, or approval, or impose any fine
upon anyperson licensed or approved. The c~mmission may condition,
restrict, d~eipline; or take.actiort against the license of an individual owner
endorsed on ~e license certificate of the gambling enterprisg whether or
not the commission takes~ acf!o~ against the license of the gambling
enterpris.e.

(d) Take actions deemed to be ~easo~able’to ensure that no ineligiblb,
unqualified, disqualified, or ur~suitabloperSons-are associated with
cOntroll~d gambling activities.

25. Business and Professions Code section 19826 provides, in pat~:

The depm~ment[i] ..~. shall havre all of the t’ollowing responsibilities’.

(o) To investigate suspeet.ed-violaf!ons of this chapter or Iaws.ofthis
state relating to gambling .... .~

, . (e) To inltiate,.where appropriate, dise_iplinary aefion~..as provided in
this chapter: In connection W~th any d~smplmary actmn, the depm~-ment
may seek restriction, limitation, suspension, or revocation of any license-or
approval, or the knposition of any fine l~pon emy person licensed or
approved.

26. California Code ofRegulati0ns, rifle4, section 125.54 prey!des, in

(a) Upon tim filing ~ " .........w~ the Comm~ssxon of an aceusatmn by the
Bureau recommending revocation, suspension, or other: discipline of a
holder of a license, registration, permit, finding of suit.ability, or.approval,

~ "Depm’tment" refel:s to the Department of Justice, (Bus. &Pro£ Code, § 19.805, subd.

9
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the Commission shall proceed trader Chapter 5 (commencing with seOti0n
11500) of Part 1 of Division 3 0fTitle 2 of the Government Code,

(d) Upon a finding of a vlolatlon of he Act, any regulations adopted
pursuant thereto, any law related to gambling or gambling establishments,
vmlatlon of a prewousty imposed &se~plinary or l!cense e0ndttmn, or laws
whose violation is materially related to suitability for a license,
~e~’ ’ " .~;mtratmn, pernnt~ or approval, the-Commission may do any one or more

-- 6fthe foj!owing:

(1) Revoke the license, registration, permit, finding of suit~billi.ty,
or approval;

(2) Suspend the license, registration, or permit;

27,

(5) Impos~ any free or monetalT penalty consistent with~
Busi£~ss arid Professions Code sections i’9930, subdivisiori (e); and
19943, subdivision (b)

"COST RECOVERY,

Business and Professions Code seetio.n 19930 provides, in paa~:

~ (b) If, after any investigati0n, the department is satisfied that a license,
ermlt, fi~ding of suitability, or.app~oqalshotfld be su~spended or revoked, ~t

stroll fileau accusation with the commission in accordance with Chapter 5
(commencing with Section 11500) of Part 1 of Divlslon 3 of Title2 of the
Oovenmxent ~0de,

(d) ~n an?, ease m which the admm~stmhve law Judge recommends ttaat
the- commission revoke, susp.end, or deny a license, flae admlrdstrative law
judge may, upog presentation of Sui~bleproof, order the licensee or
applicant for’a license to pay the departn~nt the reasonable costs of the
inveSttgatio~n and pros~ution of the ease.

(1) The costs assessed pursuant to this subdivision shall be fixed
by the administrative 1Rwjudge and may not be increased by the
commission, When the commission does not adopt aproposed decision
and remands the case to the administrative !aw judge, the administrative
law judge may not increase th.e amount of any oosts assessed in the
proposed decision.

10
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(2) The department may enforce the order for payment in the
superlor eoul~ tnthe county :in which the admiidstrafive hearing was
held. The fight of enforcement shall be in addition to any other fights
that the division may have as to m.~y licensee to pay costs;

(3) In any judMalaction for the reoove!3r of costs, proof of the
commission’s decision shall beconclusive proof of the_Talidity office
order 0f payment andtho terms for payment,

(I) For purposes of this seotlon,~"costs" include costs incurred for an?,
of the following::

(i) The inVestigati3n of the case by the department.

(2) The preparation and prosecution of the ease by the OINee of
the ARomey. General.

SPECIFIC STATUTORY AND ItlgGULATORY PROVISIONS:

28. BuSiness and Professions Code section 19850 provides.’, in part:

Every person,, o who ~reeeive.s’, direotly or indirectly, gny
~ompensation or reward, or. aaY percentage or shm’e’ofihe morley or
property played, for keeping, running, or carrying on any controlled
game in this state, shall apply for and obtain from the commission, and
shall thereafter maintain, a valid state gambling lloense, key employee
!lCense, Or work permit ~... In any oriminal prosecution for ~iolation of
this section, the punishment shall be asprovided in Section 337j of the
Penal Code,

29. Business and Professions Cbde section 19855 provides, in p~u,t:

[E]very person who, by statute Or regulation, is requi.red to hold a state
’licens~ shall obtaln the license prior to engaging in the activity ot
occupying the pos~t!on~ with respect to which the heense is reqmred,

Business and Professmns Code seetion. I9857 provides:

No gambling license shall be issOed unless, ba~ed on all the
information and documents zubmttted, the commission is satisfied that
the.:ap,lblicant is all 0fthe following: " ’

(a) A person of good character, honesty and integrity,

(b) A person whose prior activities, criminal record, if any,
, reputation, habits, and asSociati~ns do .not pose.a threat to thg public
’interest of this state, or to the effective regulation and Control of.
controlled gambling, or oreate or enhance the, dangers of unsuitable,
unfair~ or illegal pra~tices~ mefljods, and activities in the conduct of

II
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31.

controlled gambling orin the era’tying on Of the business and financial
arrangements incidental thereto,

(e) A person that.is m all other respects quahfied to be heensed as
provided in thi~ chapter,

Business and Professig.ns Code ,section 19859 provides, in, pratt:

The colmnisslon shall den3, a license to any applicant who is
disqtlal~ed for any of the following reasons:

(a) Fai!ure of~e applican~to ~learly establish eligibility and
quali~cati0~ in aoo0rda~;e ~�ith:~tNs chapter.

Co) Failure of the applicant to provide infomaafion,
documentation, mad assurances required by the Chief, or failure of
the applicant to reveal any.fact material to qualification, orthe
~npplying of informatiort that is untrue or misleading as to a material
fact pertaining to ~he qualification criteria.

32. Business an’dP¢ofesstons Code section 19866provides.:

33.

An applicant for licensing or for any approval or consent required
by this chapter, shall make full and true disclosure ofa!l information
to the department anti the commission as necessary to can’y .out the
policies of this state relating to licensing,!~gis~ation, and control of
gambling.

BuSiness and Professions Code section 19920 provides:

Itis the policy o~’the State ~f CaIffornia to require that al!
establishments wherein conta’911edgarnbling is conducted in’this state
be 9perated in a manner mutable to protect tepublio health, safety,
andgeneral weIfm’e of the residents of the state. The responsibility fo~
the employment and maintenance of sNtable methods of operation
rests wlth the owner licensee, and willful or persistent use or toleration
Of methods of operation deemed unsuitable by the e0mmission or by
local goverranent shall constitute grounds for license revocation or
other: di~eiolinavy action.

34. Busines~ and.Professions Code section 19922 pmwdes.

No. owner licensee shall operate a gambtiag enterprise in -violation
of any provision of this chapter or may regulation adopted pur.suant to
this chapter.

35. Business and P~jofessions. Code section 19923 provides:

’ No ow~.er lmensee shall operate a gamblmg ente~:pr~se m vtolatxon
of any governing local ordinance.

Business and ProfessionsCode section 19984, subdivision (a) provides:’
12
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37.

prey,de.

Notwithstanding any other provision of law, a licensed gambling
enterprise may_contract with a third par[y for the purpose ofprovld ng

.pl:oposifion player services at a gambling establishment, subject to the
following conditions:

(a) Any agreement, contract, or arrangeinent between- a gambling
~.nterprise and a third-party pmvidgr of proposition player services
~hall be approved tn advance by the department, and in no.event shall
~.i gmnbling enterprise.or the house have any interest, whether direct or
[ndireet,’ha funds wagered, lost, or won,.

California Code of Regulations, title 11, section 2070, subdivisions (a) and (b)

: I~ shall bean unsuitable method of operation fora gambling
establislunent to:

: (a) Offer for p!ay. may game ~at is prot~ib, ited or made unlawful
by st~thte, local Ordinance, regulatmn or final.judgment by a
d.ompetent cotu~t of law; [and]

(b) Offer for play any gaming activity which is not authorized by
the Bureau purSuantto, the [~atnbltng Control] A~t and thgse
regulations for play at that gambling estaNishment[.]

38. San Jose Municipal Code, title 16, section 16A8 0t0, subdivision B provldes:

It shall be iliegaLfca" a Cm’dr0om Permlttee, Owner, or Employee
~o permit, allow, or suffer the playing of any Controlled Game except
Permissible Games,

39. :San_Jose Munioii~al- Code, title I6, section 16,18,040, ~ubdivisi0n B, pr6vldes:.

B." No Gameshall be l~layed at.any permitted Cardroom unless:

~ L It is listed as ~ Permissible Game or a substitution isauthoriZed
..by the Administrator pursuant to this Chapt.~r, and

2. itls aC0ntrolled Game pursuant testate Omnbling Law.

40, ~ar~ Jose Mtmieipal C. ode~ title 16, section 16,32.080 provides:

An’Applicant fdr licensin~ and every Lidensee shall make full and
disclosure of all information the Admlnisla’ator requires in order to

.carry out the requirements and policies of this Title.        -

-13
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FIRST CAUSE FOR DISCIPLINE
AGAINST RESPONDENT SWALLOW’S LICENSE

(Prohibited Interests in the Finds Wagered, .Lo~t, or Won by a Third.Par!y Provider)

41.~ Swallow s license is subject to dise!phne, pursuant to Business and Professions

"’ ° ° s    "t°Code:sectlons 19823, 19857, subdwlslons (a) and (b), and 19859, ubdiv slons (a) and (b).

a person of good chm’acter, honesty, and integrity," -- His" piior activities pose a tin’eat to th~

effective rdgulati~bn and o0ntr0i of controlled gambling, and create or enhance the dangers 0f

unsuitable[unfair~ or illega! waetices, methods, and actiOities in emptying on the business and

finaimial an’angements incldental.,o~flae.eonduot 0t’controlled gambling, SWallow had an

indirect interest in funds wagered, lost, or.won byTeam view Player SelMces, which proMded

~hird~pmV)proposition playcn’services to Garden City..Specifically, Secure S[one, a Delawm’e

liniited lial~ility company the sole member of which is Swallow’s wife, received payments

totaling approximatdy$3,6million fi’om Team.View Associates, the sole member of which is

Mr, Gustin, who is Team View Player Serviges’s sole member, Those payments wet6 made’ ha

2010, .20t 1, and 2012. Business and Professions Code section 19984, subdivision (a) prohibits

tiie receiptlofsueh paym6nts..

SECOND CAUSE FOR DISCIPLINE
AGAINSTRESPONDENT GARDEN CITY’S LICENSE

(ProhibiCed In~erests in the Funds Wagercd~Los~ or Won by a Third-Party Provider)

42..~arden.City’s licenSe is.subject to discipline, pursumlt to Business andProfessions

C0de.secti=ons i 9823, 19857, subdivisions (a).and (b), and 19859; subdivisions (a) and (b).

Garden Ciiy’scontinued lice, nsum is inimical to public health, safety, and welfare, Its prior

activities pose a tin’eat io the effeetive.reguiatlon and control of controlled gambling, and create

or eiahancq the dartgerg of tmsuitable, unfair’, or illegal practiceS, methods, and aotlvitiesin

can-ying o~ the bush~ess and filmndal arrangements’incidentaI to the oond6~t of controlled

gambling, iGarden Cityhad a dixector indlrect interest in funds wagered, losLor won by Team

View Player Services. Specifi~.ally,~ Garden City’sthkd-pm’ty provider conta’act provided for
14
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Team View Player 8ervieez-topay $2,226,0.00 annua!ly, Ofthat amotmt, 50 peroent~ or

$!,113,000, pm:pmtedly was paid for parking,a designated area on the easlno floor, anduse of

casino are~t for meetings with employees. In faot, Tenth View Player Serviees’s employees

were not allowed to park on the Casino MStrix property, and Team View Player Services

inorea~sed theh’ compensation, to of-fs~t the-costs of parking offsite. Moreover,. Team V~ew

Player-S~r)tces did, and does, not use the casino area for employee meetings, Team View

Player Ser~,iges!s designated area On the premises is 400 sq~am’e feet. In.sum, ~arden city

receives mpre than $1.1 million ammally for renting 400 sqtmre feet; that ibe is: substantially

dispropoltipnate to. the.facilities provided, Business and Professions Code section ! 9984,

subdivisioit (a) proliMts th~ receipt of such payments.

THIRD CAUSE FOIl DISCIPLINE
AGAINST ALl, RESPONDENTS~ LICENSES

(Pro!rib’.lied Iniet’ests in ihe Funds Wagered~ Los~, or Won by a Thit’d-Party PrOvider)

43. Respondents’ licenses are subject:~o discipline, ptu’suant to Business and Professions

CQde s.eetipns 19.823, 19857, :subdiVisions (a)and (b), 19859, subdivislona (a)~ and(b), and

19920, EaehRespondont’s confimled tieensm’e is inimical to public hea~th, safety, and welfare.

Responden.ts? prior a.etiV[fles pose a tlffeat to the effective regulation and control of Controlled

gambling, and create or enh~nee the dar~.gers ofunsuitable, unfair, dr illega! praetlees, methods,

and activities in cmrying on the b~siness and financial i~a~gements.ineidental to the conduct of

controlled gambling.~ Respondents lcnew-of,, sh0nld have known of, were willf~lly ignorant of,

allowed to oeeur~ assisted, abetted and/ortolerated other Respondents having dh’eot or indirect

interests in. funds wagered, lost, "i~r won by Team View Player Services as alleged above. In

violation of Busin.eSs and.Professions Code sectional9920, each Respondent failedto fulfill his,

her, or its ~:esponffibility to employ and matntatn suitable methods of ope~atiort by.willfully and

persistently tolerating methods of ope.rafion that allowed, receipt of payments prohibited by

B~isiness a~ad Professions, Code spetlon 19984, subdivision (a),

15
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44.

~OURTH CAUSE }?OR D][SCIPLINE ~
AGAINST RESPONDENT SWALLOW’S LICENSE

" (Providing F~lso or MMeadiug Information ~o th~ Bureau)

Swallows hcense:is subject to d~so~p~e, pursuit to Business and Professions Code

sections 19823, 19857, subdivlsmns (a) a d (b), and 19859, subdivisions (a) and (b).

Swallow s.co~tmued ltcensure iS kiirnical to public health, safety, and welfm’e. Swallow is not

a person of good the’ratter, honesty; and integrity and his prior a_ctivi.ties pose u.threat to the

effectPce regulation aM control of ~ontrolled gambling, and c~ate or enhance the dangers of

unsuitable; unfah’, or illegal practices, methods, and activities ~n em:t’ying on the buslness and

financial an’angements incidental to the conduc~ of controlled gambling. Swallow, orhts

agents, s~ippl[ed untruv or miz!eading information.as to material facts pel~aining to his

qualification .criteria. Specifically, the false or misleading hfformati0n included, among other

things and without limitatlon, lhe:following;

(a) .Swallow represented that a. written accountant s op~mon ex~sted regarding the

prlcin~ for certain dealings betwe.en Garden City mad entities affiliated with or controlled

by Swa.llow: ha:responset0 the_Bureau’srepeated’requests, Swallow made mlsIeading

statements as to the oph~ion’s existence, No written opinion has been provided.

(b) In a license application signed on July 6, 2012, Swallow represented that l~e was

separaiedfrom his wife, Deborah Swa!lpw, In’ July and August 2013, when responding to

Bureau’s hiquM~s, his agents repeated ~he representation that Swallow was separated

fi’mnDeborah.Swallow; in doing ~o, they gavedifferings~para~on~date~, However,

Swalldw m~d Deborah Sw. allowwere not separated. Instead~ theymoved from Caligornia

to Nevada, lived there in the same hous;, returned to California, mad lived together in the

same residence, On October 9, 2013, Deborah ~wallow filed for dissohifion of.theh’

marriage in Los Angeles County.Snperi0r Court In the dissolution matter, both siie and

Swallow have declared 1mderpenalty of pc,jur0r that theh’.da{e of set~aratlon was October

[/,2013.

16.
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(c) Swallo ~w’s agent represented to the Bureau that p.ayments exceeding $1.4 million

receipted by Deborah Swallow ia 2010 from Secure Stone related to the sale of her dental

practice, ~hose payments did hot relate to the sale of her"dental practice; the payme.nts

came indireetlyfrom Team View Player Services invloiation of Business and Professions

Code seetio~n 19984, subdivision (a),

(d.) By letter dated July 10, 2013, Swallow~s agent represented that Deborah Swallow

had no interest n Cas o MS.tl’~x" and that her business af.fatrs wet’e independent of

Swallow’~. iHer b~siness affairswer~ not independent of his in all ~.’espects. For example,

at tim time 6fthe representation, Deborah 8Wa.llow was a ~’ustee of the Swallow Trust,

which had a 50aperient membership interest in Ai~:po~:Fund, which in turn was, the~oni)

member of Airp0rt Parkway, which owns 1887 Matrix Boulevard, Additi6nally,

Swallow Trust received at least~’$3.2 million in h_3. direct payments fi’om Garden City

through Doleheo, As a fm~ther’ example ofttie dependence of their business.affairs, filings

,Mth the Nevada Secretary of State report thatDeborah Swallow’s.personaI property

secures repayment 0f-loans made to Casino M8Mx, llne, and Airpm~ Parkway,

’ (e) SwaI!0wrepresented that certain games and Soft, rare lieens~ed by his affiliates,

Dolchee and’ Profitable Software,-were confidential and proprietary, and had combined

fah’.values exceeding $90 mill.ion; The games and:soI!:ware were not treated as

’ confidential and didlmt have the Nit" value represented by Swallo.w. The total cash

inVes’tmem.in, dercdoping tim games and softwm’e was approxin~atety $t"5,000. No money

had b_een p.aid for the patent assigmrte~at for Baccarat Gold, That game was pro-vialed t’o

otherl easinosfor $1,200 per table per month. In ~esponse to the Bureau’s request,

SwalloWnever provide~! any written confidentiality, nondimlosm’e, trade secret, or .similar

agreementsbetwee’n either Dolohee or Profitable Software, on the oneiaantt; and any

p,erson who hadpm’tigipated in.the development, programming, or maintenance ot?the

games or software,_on ~e other..

(f) Swal!owrepresented*Mt .the payments made by Garden City to Profitable Casino

were.based ~upon the propfletm’y natm’e and competitive advantage derived from sogtware
t7
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provided by ProIitable Casino. ~All era portion of the payments to Profitable CasinGwere

diVidends or dlstributionspaid to 8wallow. NonettMess, they w~re eTxpensed by Garden

City, The payments to Profitable Casino were equal to payments made by Garden City to

Potere, No justification Or substantiation was required for the payments made to Potere.

r~av " sod on Garden Ci’s cash ft0w and net income; they in effectThose ~-~, ments were ba ty "

-were’divid ends or distributions paid to Peter Lun~rdi that also were expensed by Garden

Ci.ty,.

(g) Swallow caused a valua*ton of games and software owned by Dolehee and

Profi~ablg Castno to be prepared by Grant Thornton (G;F Repol~t) and submitted to the

Bureau The GT Report was false a.nd misleading, Among elher things,~it representext

that Garden City licensed a fimnber of card games from Dolehee, including Baegarat

Gold, Double Hand Poker Gold, P.ai Oow Tiles Gold, Texas Hold’em.GoId, and Omaha

Gold. (collectively, Doichee Oames) and that those gmnes had unique rtdes, betting

options, and visual iayoUt~, which are variations of some well-lmown casino games. But

only one of those games-Baccarat Gold _--was patented or c0p~,ighted. Garden C.ity

never’ has receivedapprovals from the Bureau to play’the Dolchee Games lmown" as Pal

Gow Tiles Gold, Texas Hold’era G01d, or Omaha Gold, Garden C!ty ngver has received

approvals fi’om the City of San Jose to play any of the Dolchee Games oth.er {hanBaocarat

Gold, The versions o£the Dolehee Gam S, other than Baccarat Gold,,approved by {he

Bure.au for play at Garden Citydid not h0:v:e flay unique ruleso~i betting onions.

(h) The GT.Rel)o~, represented that Garden City licensed Pal Gow Poker and

Ltltimate TexasHold’era gamesfr0m SliuffleMaste~, awelMmown provider o.f~table

games to California card rooms, and then tin’ned thos.e games over to Dolehee£or

rebranding~ In prel~artng the valuation, Grant Thornton wasacting as an agent of

Swallow; who was the source of ~ormatidn that it used. ’The ~3T Report was false and

misleading with respect to the so-called "rebrandlng" 0fShuffleMaster gmnes, In trnth,

ShuffleMaster’s agreements provide that a ~-’Customer shall not make any modification to

the [game], nor stialI it removeor ~vproduoe:the [game] ....~" Under its 8huffleMaster
18
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agreements, Garden Cityhadno power.to sublicerise the games In response to the

Bureau’s requests, SwallOw failed to provide any doeun!_entat!on showing modifigatloia,

rebranding,, or sublicensing of games provided by Shuffl6Master or any other Vendor,

(i) The GT Report r~presented that between January l, 2010, and December 31,

2012, Garden Citymade payments totaling $9;050,000 each to Profitable Casino and

Potere, I2Iowever, during the Bureau’s invdstigation, S~vallow represented that for the

same period; Ga~’den City’spayments total?d $8,950,000 each to ’Profitable Casino and

Poter,~..

(j) The GT Repol~ represented fl~at in 2010, Gee’den City made payments totaling

approximately $8,7 million to Dolehee, However, during}he.Bureau’s investigation,

Swallow represented ihat for the same period, Oarden City’s payments totaled

approximately $7,2 mitlionto.Dolehe~,

(1~) The GT Report represented that.Dol~hee pr6vlded gaming anal.ytieal software to

~ta’d.en City, The GT Report concluded that the gaming analytical softwm’e’s fair value

was $29.5 ,mlhon, -- he GT Report was false and misleadin~ with respect to g:te so-called

"ganing analytical software." The agreement b~tween I)olehee and Garden City grm~ted

a lieefi~e to play the Dolehee Games, That age-cement provided nothing for, and did not

mention, gaming: ~ytieat.softway. e..In response to.the Bureau’s request that. he "state

the.reasons.~or:t~e pa)maents and. the mounts of any payments that were not ~aade under
,(

the terms of the Lieezase Agreem nt," Swallow provided no ~:eas~ns thus indtoattng Nat all

payments Ii’om Garden City to Dolchee were. under the~agVelement’s te~, At the-

Commission’s FebrumT¢ 2 !,. 2013 meeting~ Swallow staied lhat Do!ohee dee,loped i~

ba.ee.arat game for..ug. e:at Oarden City., which had paid $.5 million for the right {o use" that

game, Cvarden.City’s financial ~sta[ements for 2009, 2010, 2011, .and 2012 reported the

paym..ents to Dolehee as~.’lieensed game fees." Dolehee’s tax returns -listed its principal

busm..ess aet~wty as game patent h_old,~ng.

(1) In connection with his license apphcatio , Swallow provided the Bureau with

attaetnnents shgwmg that Airport Parkway s loan balanoe .on 887 Matrix Boulevard was
19
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$2,869,702.50; .Inh’Uth, Airpol~Parkway had entered into commercial loans exceeding

$~23 million that were secured by, among other things~ its zeal and person.al property,

including any leases for 1887 Matrix Boulevard~ as well as all securities owned by

Swaliow, Peter Lunardi, and Jeanine Lunardi. Additionally, according to filings with the

California Secretary of State, Garden City’s personal property Secured payment of~t least "

one dommereial leanprovided to Airport Parkway~

FIIrTH CAUSE.FOR DISCIPLINE
AGAINST ~ONDENT SWALLOW~S LICENSE

~Failure To Provide Information a~d D~)eumeniation Requested by the Chief)

45. Swall6w’s-license is subject to discipline, pm’suant to Business andProfessio~ Code

~eetiox!s 19823, 19857, subdivisions (a)and (b), and 1:9859, subdivisions (a) and (.b).

Swallow’s continued-!ie~nsureis ininiica! to publt~ health, safety~ and welfare, Swallow is not

a person of good character, honesty, and ~ntegrity and his wior activiti,s pose a threat to the.

effective re, gulation and control of cent!e!te gambling, and create or enhance the dangers of

unsmtable,: unfair, or illegal prachces; methods, and,activities i.n ca~ts, ing on the business and

financial arrangements incidental to the conduct of controlled gambling. Swallow, or his

agents, fai!ed to provide i~ff’ormatlon and _docttrnents requested by ~e Bl~reau acting on the

Comp!ain~nt’s behalf, Specifically; the information and doctma~nts requested, but not

pin,tided, inc.ltlded, among other things and without limitation, the following:

(a). The Bureau requested that Swal!ow state whether monies provided by-his and

Peter Lunardi’s affiliates in connection With acquisition, construction, or impmvementof

1887,Matri× B0tflevard were gifts, investments, orcapital contributions The arnoun(s.

totaled more thatI $2 million. Swallow failed to prdvide the requested informa~fion.

(b) The Bure0a requested that Swallow provide copies of any security agreement and

financing statement reli~fing to any collateral that was personal property given for each

loan made in connection with 188~ Matrix Bou!evard’s acquisition, co.nst~ notion, or

improvement. Swallow failed to provide the requested documents,

2O
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(e) The Bureau asked Swallow whether any loans entered into it/oormeetion with

1887:Matrix Boulevard’s a~qu~Non; constmctlon, or Improvement were oollateral~zed

with or secured by any assets or propel~y held by Garden City. The Bm’eau requested

that, if so,-Swallow provide cop~es of all doe~men~ts relating to the loans. Swallow failed

to provide the requested information m~d doeuments~

(d,) The Bureau requested .that Swallow provide copies of e~lO~a’m documents relating

tO loans or indebtedness made or hlcurred by Casin~ MStrlx, Ino. ~n connection with 1887

Matrlx Boulevard’s aeq~aisition, constmotion, or improvement, that was seom’ed or

eo!laterahzed with personal property. Swallow provided sonae, but not all; documents.

(e) The Bureau asked Swaltowtoproyide cetlain haformat]on with respeetto games

license ~d to C-arden City fo~: play including, among o~her thhags, the name and ~E~A

number of.eadh game, 8wallow failedto provide all.info~mafion.

(f) The Bureau asked Swallow t~ provide specific ha~om~atiqn with respect to ea~la

gam£ lleensed:to.G~den C{tyby Dolchee, The.requested~nformationineludedthe

game’s naine,. GEGA number and the dat~ of approval for ~lay, the date the game was

~irst ptayed, and patet~t~nfo~ation; Swa!low faited to provide any ot~ the.recluested

information

(g) The Bureau requested Swall.ow ~o provide copies of all documents relating to or

evide.nelng mon~es thathe o~ any, of his affiliates paid to or received from certain erifittes.

Swallow failed, to prey!de ~.a~y of the ~equ_ested doemnents,

(h) The Bureau requested Swallow to provide hfformafio£ about, haeluding

.agreements or invoiees ttnderlying~ pahqnents received by him or any ofh[s affiliates or

imme, diato fmn’ily, from any third-~arty provider of propos~tio~o player, se~Mees or any

person or entity ~f~liated with ti third-par~y provider of prepositionplayer services.

Swallow failed to provide the requested informatign and doouments.

(t) T!le Bureau rettuested Swallow to provide thewritten aceountant_s opinion that e

had represented tO the Commissionexisted. Despite m~tlple requests, Swallow did not

provide the requested writtenopmmn, Ulttmate y, Swallow advised Nat the written.
21
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opinion did not exist as pr.eviouslyrepresented artd, in effect, tenth, ned that he had

provided false or misleading ilfformation t0 both the Bui’eau and the. Commission,

(j) The Bt~eau requested Swa!!owt0 provid? an a~countant’sfair market

determination of certal.ntransaetidns with affiliates The Bureau specifically requested a

valtlation based upon what a willing buyer or use!~would pay to a,~yilling seller or vendor

dealibg at arms’ length when neither was acting under compulsion to enter~into the subject

t.rans~etions. Swallow failed to-provide the ~equested fairmarket.valuation, instead, as

alleged in paragrapll 44 above, lae caused the GT Repo~ which is false and mis.leading, to

be provided to the. Bm’eau,

SIXTH CAUSE FORDISCIPLINE
AGAINST RESPONDENT SWALLOW’S LICENSE

(UnqUalified fo~r,L~censure)

46. Swallow’~-license is subject to discipline, pursuant to BiMness and Professions Code

sections 19823 and 19857, subdivisions (a) and/or (b). Swallow’s continued l[censure

inimical to.public.health, safety, and welfare, Swallow’is not a person of good character,

hbnesty~ and. integrity and his prior activities pose a threat to the effeetiYe regulation and control

ofconta’olled gambling, and create or.enhance-the dangers oftmsuitable, unfa’.n:, or illega!

practices, methods, and activities in eat~rying on the.business and financial ar~a~gelnents

incidental to the, conduct of Contrblled gar~biing. In addit on to the acts and omlssmns alleged

above; Swqllow’s ~ondu¢tin his affairsdemonstrates that he is: unqualified for :!ieensure, That

conduct ineli~des, among other things and withQut lhnitati0n, the following:

(a) ~wallow, direotly or ~through his ag~nts~ repeatedly wovided false or misleading

inform~tioh to the City of 8an Jose. Tlfis’mcluded,v~qthout limitation and as’an example

only, on September 23, 2010; at 9:06 a.m., Swallow sending an email to Dearma Santan. a,

City of San Jose, He attached what he ~epr6sented to be a"signed eonh’act" and wrote:

"Plebe note~.the significant an~ount of money we are spending?~ The attachment included

"Appendix A ttm’dware Costs," wliicli showed a.total of $358,6i5,71. Appendix A,

22
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.however, had been altered by $300,000 :- i.e.~ from: $58,615,71 to $358,615.71, Later, at

11 ~20 a,m. on the same da~,, Swallow emailett instructions to one of Garden City s agents

to send the edited Appendix A to the City of San Jos6,.

(I~) On May 7, 2012, during a residency audit conducted by the C .alifornia Franchise

Tax Board (FTB), Swallow represented that hew~s oh the board of directors of Garden

City but "not a woddngllieensedon site eia~ployee," He also represented that he did not

have a license to work on the Garden City prei~aiseS, had surrendered.his employee li_een~e

in 20’08, and was "no longer allowed to work on site " He further represented that he had

a Settlement agreementwith.the City of San Jose. under which he surrendered the license.

- ’ e    not invoNed in the operations of Garden City andHe addlt~onally represented that, h. was

did not spend any time there. Swallow has been licensed eontlnuously by th~

Commission sh~ee 2007; Neither the Commission nor the City of San Jose prevented him

frombelng on- Garden City~s premises. Moreover, despite these represent~ations to the

FTB, Swallow has asserted that h~ has w6rked th’elesslyto turn Garden City into a

successful and profitable end£avor,. ~Ie tin,her has asserte~ thathe has worked hard.to

revitalize, and has been a watohfu! steward of, Oal, den City by improving mad streamlining

its bu.siness operation, tt’ain~g its worlcforee, and expanding its customer base.

(o). Swallow, dire.etly or tl~ough agents, made false and misleading statements ~6 the

Cominission.: Among other ~ings, Swallow represented to the.Commi~ ’ssion that an

accotmting firr~ had provided:the pricing modei~h~t was used to determine what to charge

Gm’d.en City for Profitable Casino s ~s.oftware and Dolchee s games. Swallow further

represented tlaat hehad a written opinion of value from his aecountant,s firm. Thes.e

repre,sentations were false. Swallow’s accountant r~presented that. measures-put in place

by Swallow and Peter Lnnatdi increased profits, or athebottom lfne,’by $ lJ million

between 2008 and 2009. in tr~th, the ~tet profits - i.e., the boltomline~- declined from

approximately $1,7 million in 2008 to approximately $37,000 in 2009. That was a 97.8

percept decline. As a fro’thor example, 8Wa!!owrepresented to the Commission that he

had doettments evidencing certain consulting servlees provident by Casino MSta’ix, Inc. to
~3
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Dolchee, as well as ~ contract forl the payment of approximately $6 nailiiori b~ Dolehee

those Services, Despite his agr:eeing to do so, Swallow never provided such dot~uments or

eonta-aet to the Bureau or the Commission.

.{.d) Swallow, directly or llu’ough agents, engaged in patterns and practices that ..

d~0nstrate a substantial disregm’d for prudent and usual business controls and. ove.rsight

His patterns and practices included ereatlng layers of entities and self-dealing. His

pat-terns find practices also included financial dealings involving mtllions of dollars that

were not documented. Such tmdooumented transactions include, among others and

without limitation, paying consulting fees without written consulting agreements, paying

rents without leases, making equity contributions without related wriRen agreements,

advandng or providing monies for the benefi~ of affiliates without note~ or similar" ~ritte~l

agree.merits, paying out millions Of dollarswiflaout invoiceS, engaging in transaet|ons :with

relate.d partiesat unfair-and inflated pri.oes, and repining inaccurate and ineo_mplete

Lrfformation to governmental agefides,

(e) Swallow, directly or through agents, submiRed fi’audulent information to state and

feder.al taxing authorities, Exampies inolude, but are not limited to, matters alleged in this

subparagraph, Swallow was designated as DolgheeYs "Tax Ma{ters Partner." For 2010,

Gm’d.en: City’s financial statements reported payments totaling approximately $8.7 millio~t

to Dolehee, ~vhieh reported approximately $6,5 million in gross receipts chits federal tax

return--a $2..~ fiailli0~ or 33°8 percent under,reported difference, On th6 same return,

Do!thee repm~ted tha{ it pa!d~ and therefore deducted, $3,2-million for %onstdtlng"

selwices. In responseto the Bureau’s request, Swallow provided informationregm-ding

the egnsulting fees; Tha{ information demonst.rated that (1) approMrdately $500,000 in

fees were pai~I without iavoiee or written agreement aiid (2) $21750;000 was paid pursuant

to a s.etttement agreement, which did not denomJanate the payments as being fbr consulting

se~Me~s. The lawsuit that was settled a]ieged an entifleme-nt ~o whatin effect were finders

fees; suoh fees properly are amm~ized, and not expensed, Importantly, Dolehee was not a

p .arty to the settlement. In 2011, ~arden City’s financial, statements reported payments
24
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totaling $11.8 million to Dolehee, whleh reported, approximately $11,4 million in ~oss

receipts on its federal tax return. On the salne return Dol~hee reported ffta~it.paid, m~d

therefore deducted, $1.1 million for rent and $5 7’millionfor ~’eonsulting" services. In

response to the Bureau’s re.qu~est, Swallow provided infolrnatlon st~owing that Dolehee

timd~d $7,6~0,000 as "Equity Funding Contribution[s]" for 1887 Matrix Boulevard.

Swaliow also ~respogded fllat all fundsfor CasinoMStrix, Inc, to pay rent to. Atrpm~

Pm’k~,ay came fi:om Dolehee. Casino MStrix, Ino, paid.more than $7 3: inillion in rent in

20111 Netther e nit eontrlbutions nor monies advanced, loaned, or otherwise pro’gided toq Y

anotti.er entity to use for its o-~vnpml~oses or .benefit are deductible. Moreovei;, the sum of

the"Equity Funding Contributions" and dedueti0ns taken on Dolel~ee’s tax return exceed

its repo~4d income for 2011 by more than $3 million or 2d.7 p~reent.

.(f~ Swallow aided; faeilitated, turned a blind eye to, or benefited from Team View

Player SetMee’s’s violdtions of.the Act or reguli~tioa~s adopte~ pursuimt, to the Ae_t,

(g) Swallow aided, facilitated, tin’ned a blhad eye-to, or benefited from accounting rot

self-~tealing and related party transactions, dud the serf-dealIng itself, that had the effect of

minimizing payments to be.made to ¢harity pursuant to the settlement reached with ghe

City 9f San Jose, Tln’ongh the sglf-deaiing and:eQneomltant aee.oUnting, Swallow

facilitated Garden dity’~s failure to abide by, ahd perfon~a, the covenant of good faith and

fair dealing inherent in itssettlement agreement with the Ci~ty of San Jose;

(h) Swallow aided, faeilltated, turned a bl~deye to, ~ benefited from a ts m~d

omissions that vlolated San :JoseMunMpal :Cod~, rifle 16.

(i) Swallow aided, facilitated, turned a blind eye to, or benefited from monies derived

from’the play or carrying on of a controlled gmne that were paid.indireetly_t_o the Swallow.

Trust and/orDeborah Swallow,. and neither was licensed as requh:ed under the Apt..

25
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SEVENTH CAUSE IrORDISCIPL~NE
AGAINST,RESPONDENT SWALLOW’S LICENSE

(Disqualified fgr Licens~ire)

4Z. Swallow’s]icense is subject to discipline, pursuant to Business and Professions Code

sections 19823 and 19859, subdivision (a), Swallow’s’ cont’mued licensur.e, is inimical to publi9
health, safety;, and welfare. Swallow is nora person of good character, honesty, and integrity

and his pribr activities pose a threat to the_effective regulation and control of controlled.

gambling, and create, or enhance the dmagers of unsuitable, ~unf£ir, or illegal practices,: mgthods,

and activities in. pact:Chug-on the-buslness .and_ financial arrangements incidental to the conduct of

Con(rolled gambling. Swallow knew of, shouldhave known of,was willfully]gnoi’ant.of,

allowed to occur,, assisted, abetted aM/or tolerhted the acts and omlssi6ns’ alleged above, He

fostere~d a%dttu’e of operating in disregard of the laws applicable to gambling,

EIGttTtt CAUSE-!~OR DISCIPLINE
AGAINST RESPONDENT :PETER Li3NARDI’S L!CENSE

Qdnqu alified for Licensure)

48, ,Peter Lunardi’s license i.s subject to disctpliiae, pursuant to Business m~dProfessions

Code sections 19823 mad 19857, subdivisions (a) and/~r (b). Peter Lutidat’dPs continued"

licensure i~ inimical to pub!i~ healtlh safety, and.welfare, Peter Lunardi is not a persQn of good

character, honesty,, andgi~.tegthty andNs prior activitte.s pose a threat to the effective regulation

mad centre.1 of gontrolled gambling, and c~eate or. enh~ace the ~dangers of unsuitable, unfair, or

illegal praqtiees, methods, and ~cttvitles in carrybag on the.b~Siness and f~n. aneia! an’angementh

incidental to the conduct of-oontrolled gambling; Im additio~ to the acts and omissions alleged

gb0ve, Pet&,’L~nardi’s condu~t demons~:ates that he is unqualified for licensare, That conduct.

~ncludes, _among other tl~gs and without limitationi-.the f~llowlng:

(a) Peter Luna~dl, dit;ctly or through agents,~ engaged in, aide~tl or aceepteit the’

benefits of patterns and practices that demonstrate a sabstm3, tial dlsregard for prudent and

usual, busines .s controls and o~,ersight. Those patterns andpractices included ~reating

layers of entities and self-dealing, Those patterns and practices :also inclUded financial
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dealjngsinvolvingmillions of dollarsfl~at Were not docuraentOd Such Undocumented

~transactions include, among others and without limitatior~, paying consulting fees without

written consulting agreements, paytngr~nts without leases, making equtty contributions

without related wrltt~u agreements, advancing or providing fi~onies for the benefit of

affiliates Without notes orsimilar m’itten agreements, paying out millions of dollars

without invoices, engalging in transactions with’related p:arties at unfair and inflated prices:

ahd r~pal~ing inaccurate and incomplete information to gove~ranental agencieS.

(b) As a memberofDolchee, Peter~ Lunardi b.enefited fi’om Swallow, or their agents,

subrmttmg fi’audulent informatmn.to state and federal taxing authorities, Examples

include, but are not limited to, matters alle~ged above h~ paragraph 46(e). That paragraph

’is incorporated herein by reference,                         .    ~        ’.

(q) Peter Lunardi aided, N~ilitated, tin’ned a blindeye to, or benefited fi’om Garden

City’s.and Swallow’s violations of.the Actor regulations adoNed pursuant to ~he Act,

Peter’LUnardi -knew or should have known0 facilitated, or turned a blind eve t0~ or

benefited, oi" stood to benefit, fi’om the act~ and omissions alleged in paragraphs 44(a),

4)t(e), 44(0144(g), 44(h), 44(k), 44(1), 46(a), 46.(e), 52, and 53, Those paragraphs are.

incorporated herein by reference.                                           "

(d) Peter. Ltmatdt reded, faetlitated¢ tmTaed a blind eye to, or benefited from Team

Vie~ Player Set.vices. S violations of t~e Act or regulNmns adopted pm’suant to the Act

lie signed the contract with Team View Player Services on behalf of Garden City,

.Th’ough fl~e Ltmardi Trust and the distributior!s or dividends paid through Dolohee and

Peter.e, he benefited; or stood to benefit, ~om payments reeeivedby ~den City that were

prohibited by Business:aM Profes.sloias C~ode se .t~ n 19984, subdiwsmn (a),

(e) Peter Lunardi dided, facilitated, turned fi blind eye to, or benefitdd from the

accounting for aelf-dealing and reined party transaetkons, and th6 self-dealingitself,, that

had flue effect of minimizing payments to be made to chari.ty p~rsuant to the seffiement

reached with the City of San Jose. ThroUgh {he self-dealing and concomitant aceou_ntlng,

Peter L~mdardl t’ao~ated and aaded Garden City’s failure to abide: bys and perform, the
--

Aceusa~tion



1

2

3

4

5

,6

7

8

9

10

11

12

13

14

15

16

I7

18

19

20

21

22

23

24

25

26

28

:covenant of goodfalth and fair dealing inherent ill its settlement agreemer, t wifla the City

of San Jose,

(f) Peter Lunardi aided, facilitated, or turned a blind.eye.to,~or benefited from acts and

omissiong that vldlated Sat~ Jbse Municipal Cod..e, title 16. Those acts and Omissions are

alleged in paragraplis 46(a),52~ .and 53. of this Accusation and incorporated herein by

reference.

(~) Pete.r Lunardi aided, facilitated; or turned a bllndeye to moniesderived from the

play or carryirig on of a eonla’oiled game that was paid indh’eefly to the Swallow Tl:ust

andldr Deborah Swallow, andneither was licensed as required trader the Act,

NINTH CAUSIg FOR D!SCIPLIN~
AGAINST RESPONDENTPETER LIJNDARt)I’S LICENSE

(Disq~alified for Lteensure)

49, P. eter Lunardi~s license is-subject to discipline, pursuap~ t to BusineSs andProfess{ons

Code sections 19823, 19859, .subdivisiOn (d), and 1:9920. Peter Lnndardi’s continued licensure

is inimioal.to public healtti,. SaI’ety, ~ndwelfare, Pete,’ Lunardi is no.t a person of good character,

honesty, and integrity and hi~ ptio~ activities pose a threat to the effeehve regulatton and co trol

Of ¢onh’otled gambling, and’create or enhance thodangers of uiasuitable, unfair, or illegal

practices, methods, and aetlvltles in carrying on the business and financial arrangerhents

inei dental to the conductor c0ntrolled gambling. Peter LUnardi knew, of,. slio!ll d h ave lcnown

of, was wi!tfidly ~gnoran. of, allowed to ocem’, assisted,, abgR~d and/or ~olerated the aots and

omissions alleged in paraga’aphsi43, 4~i(a), 44(d), 44(e), 44(0, 44(g),. 44(h)0 44(k), 44(1), 46(a),

46(0), 46(d), 46(e), 52; a~d 53. T.hose paragraphs are ineorporate~l hereh~ by refereiaoe. He

fostered .a eulttu’e of operating in disregard of the laws appligable to. gambling,
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TENTH CAUSE ]FOR DISCIPLINE     . ¯
"AGAINST. RESPONDENT ilEANINE LUNARDI*S LICENSE

(Unqualified i’m’ Licensure).

50. Jeanlne Lunardi’s license ts subject to discipline, pnr~uant to Busines~ and

P~:0fession.s Code sections 19823 .and 19857, subdivisions (a) and/or (b), Jeanlne Lundardi’s

eontintled Jieensure is inimical to .publt~ healSh, safety, mad welfare, JeaNne Lunardl is not a

person of good character, honesty, and integri~ imd her pl’i0r adiivities pose. a threat to.the

effective regnlation and conic’el of controlled gambling, and create Or enhance the dangers of

uns~itable; unfair, or iI!egal practices, methods, and activities in eataying on the business and

financial ar~,angeme~ts incidental to the conduct of controlled gamb!ing. Inaddif!on to the acts

and om~sstO~as alleged above; Jeanine Lunardi’s oct/duct in her affairs demo~trates that she is

unqualified for4icensure. That conduct hacludes~ among other things and without limitation, the

following:

(a) Jeanine Lunardi, dh’ectly or through agents, engaged in, aided, oraCcepted the

benefits of patterns and practices that demonstrate a substantial disregard for pntdent and

umml business controls and overs.ighto Those patterns and praet[o.es Nclude creating layers

of entities and self-dealing, Those patterns~and praetie~s dlso included f~nancial dealings

involving miltions of dollars that were not do cuinented, Such undoomi~ented transactions

include, amor~g others and withoi~t limitation; paying consulting fees without m’ittett

consulting agreements,.1oay[iag .re~ts without lewes, making equity ~ontributions without

rekite.d written ago’cements, advancing o~; p~’ovidkng monies forthebenefit of affiliates

wt-thout notes or similar mitten aga’eements, paying out millions of dollars withou~

invoices, engaging in transaetio~s with.related partiesat unfair and rotated prices, and

repol~n~ inaccurate and inoompleteinformation to govorfim~ntal ageneles,

(b). Joanihe Lunardi benefited f!’om. 8waliow, or their agents, Submitting ~audulent

information to state, and federal taxing authorities. Examl~les include, but are not limited

to, matters alleged above in paragrap!~ 46(e), That paragraph is incorporated herein by

refexenee,
29
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(c) Jeanhae Lundardi ~ided, facilitated, turned a blind eye tO, or benefited from

Gin.den City’s and Swallow~.s violations of the Act. or regulations adopted pursuant to the

Aet~ .Jehnine Llmdardi’knew ol, should have known, faeil]tated, o,’tumed. ~ bltnd eye to, or

benefited, or stood to benefit, from the acts and omissions, all(ged in paragraphs44(f),

44(1), 46(a), 52, and 53. "Those paragraphs are ineo.rporated herein by reference, -

(d) Jean[he Lunardt aided, faeilltated,~ turned a blind’eye to~ -or benefited from Team

View Player SelMees’S violations of the Act or regulations adopted pm’suant to fine Act..

Through the L~mar.di.Trust aM distributions and dividends paid to Peter Lunardi’s

affili.ates, she beneli~ed, Or stood to benefit, from payments a’eeeived by Garden Citythat

were prohibited by Busm s attd Professions Code section 19984, subdivision (a),

(e) Jearfine Lun~rdi aided, faeilitat_ed, turned a blin4eye~ to, or benefited from the

accounting for self, dealing and related party transactions, ~nd the self-deallng it~elf~ ~hat

had the effect of mlr~.’rnlz~g paymetlts to be made to charity pursuant to the settlement

i’eaehed with tl~e Ci~ty of San ~ose, Tln:0ugh the self-dealing and coneomltant adeounthng,

Jeanlne LUndard( facilitated and aided Garden City’s lady, re.to ab~de by, and perform, the

covenant of good faith and fair dealing inherent in its settlement agr(ement with the City

of San Jose.

(f) Jeanine Lunardi aided, facilitated,, turned a blind ....eye to~ or benefited, fi’om acts

and omissions that vlo!at~d San Jose M~micipa! C0de,title 16, Those acts and omissions

a~o Mleged hi pa~a~aphs 46(a), 52, and 53 of this Accusation and incorporatedherein by

refcreticc.

. ELEVENTIt C~USE FOR DISCIPLINE ’ .
AGAINST RESPONDENT JEANINE LUNDARDI’S LICENSE

(Disqualifi- ed f~r Licensure)

51,. Jeanine Lunatdi’s license is subject to discipline, pm’suant toBusiness and

.Professions Code sec.tlons19823,19859, subdivision (a), and.1992(!. J.eanineLundm’dPs

cmatinued hcensu~e ~s m~mcal to p~tblic~ health, safety, and welfare, Jeanine Lundardl is ~ot a

perSOn_ of l~ood eharaeter~ honesty, and ifitegrity~ and bet’ prior, activities pose a tht’~at to the

30
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effective regulation and control of e0ntrolled gambling~ and create or enhance the dangers of

unsuitable, tmfair~ or illegal practices, methods, and activities in carrying onthe business and

fi~aneial a.rrangemeni~ incidentalto fl~e conduot of conixo!led gambling. Jean~fe Lunardi ~aew

of, should have known                  ~of, was willfulIy ignorant of, .allowed to occur, assisted,                                             abetted and/el’

tolerated the acts and omisstons alleged in paragraphs 43, 44(0, 440), 46(a), 46(d), 46(e), 52, -

and 53. Those paragraphs are incorporated herein by reference, She fost~red a culture of

operating irt disregard of the’laws applicable to gambling,

TWELFTH CAUSE’FOR DISCIPLINE.
AGAINST RESPONDENT LUNARDI TRUST’S LICENSE

( nqual!fied for Llcensure)

52, The Lunardi Trust s license ~s subject to. d~se~ptme, pm’suant to Business and

Prof.essi0ns Code ~ecfions 19823 and 19857, subdivisions (a) anal (b)~ The Lunardi Trust’s

contimted licensure is irdmicai to punic health, ~safety, and welfare, Its prior activities pos~ a’

fin’eat tO the effective regulation.and control of controlled .gambllng~ and create or enfiande the

dangers ofunsuitable, :urffair, o~ illegal pract{ces, methods, and activities in carryingon the

business and financial arrangements incidefital to the conduct ofeontt, olied gambling. Pursuant

to Business and Professions Code section 19852, subdivision (~), the Lunardi Tr~st is not

eligible for continued l~censtlre bedause its tr.ustees ~e d~squalffied or ~nqualified fi’om hglding

a ~tate gambling.]icense, Additionally, the LunardiTmst’s trustees conducted Garden City’s

business in subst~ntiai disregard ofprude.nt and ust~ business controls and oversight, The

Lunardi TruSt asststedand facilitated .transactions that were fi’auduiently reported t~ fede~’at and

state taxing a.~thorittes." .T!~_e Lunal’dl Trust also allowed the play of games at Garden .City that

were not approved by the Bva’eauor City of San Jose. Such play cons_.tituted an unsuitable’

gaming acOvity (Cal. Code Regs., ’tti, 11, § 2070, sttbd, (b)) and violates the City of Sm~ Jose’s
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THIRTEENTH CAUSE FOR DISCIPLINE
AGAINST RESPONDENT GARDEN CIT3?’S LICENSE

0Jnqualified for Licensure) ¯

53. In addition to discipline forhavirig a direct or indirect interest in the funds wage)ed,

lost, or wop by a tl~rd-party provlder, Garden City!s license is sabje.ot to diseipllne~ pursuant to

Business and Professions Code sections 19_823 and 198571 sabdivisions (a) and (b), Garden

City’s con~m~ed li¢~nsure is ini~aieal to ptlblie health; safety, and welfare, Its prior activities

pose a threat to the effective regulation and cents’o! of eoritrolled gambling;, and create or

enhance the dangers ofunShitable, unfair, or illegal practices, methods, and activities, in

candying on the b.usiness and Ihaaneia.1 m~rangem, ents incidental to the cor~duc.t of conlroJled

gambling. Pursuant to Business and Professions Code section 19852, sul~division (a), Garden

City Js not.eligible for continued lieensure becanse its shareholders, o.ffieers, and directors are

disqualified from holding a state gmnbling lteense. Additionally, Garden C~ty’s owners

conducted its i~usiness -in substantial,disregard of prudent and usual business controls and

oversight, Garden City assisted and facilitated trmasactions that were fi’audulently reported to

federal and state taxing authodfiesa Oat’den City also allowed theglay of games that were not

approved b.y the Bureau or City of S~tn Jose. Such play constituted an u.nsuitable gaming

activity (Cat. Code~Regs,, tit; ll, § 2070, subd~ (b)) and violates the.City of San Jose’S laws,

WI-IER_EFORE, Complainan~ ~queSts that a h.earing be held’-on the matters’hereiff aiteged,

and thatfollowhag the hearing, the Commlssion4ssue a decision:

I. R~voki.ng or’ mispen.dif~g California State Gambling LieenseN!~mber GEGE-000410,

issued to Gm’den Cityi In% doing business as Casino MStrlx;

2. ..lkining Garden City, Inc., dolng business as Casin6 MStatx, in an mnount aecordlng to

proof and to.the maxhntun .extent allowed by law;

3. Revoldng 01: suspend’.mg Califo~a S~ate Gan’abling License Number GEOW-001330,

~sued to EricSwall0w;
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